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8 AUG 1975

Honorable James T. Lynn, Director
Office of Management and Budget
Washington, D.C, 20503

Dear Mr. Lynn:

I have a copy of Secretary Kissinger's letter to Secretary Simon
of 12 July 1975 expressing concern with a provision in proposed legislation
pending before the House Ways and Means Committee which would impose
Federal Income taxes on certain allowances paid to Federal employees
serving overseas, During the 93rd Congress, I wrote to Mr. Roy Ash
on 10 December 1974 to express my concern about the adverse impact
of a similar proposal on our overseas operations.

I fully endorse the views and recommendations in Secretary
Kissinger's letter.

It is understood that the proposed amendment to Section 912 of
the Internal Revenue Code, which currently exempts those allowances
from Federal Income taxes, is being related to the proposed change
in the treatment of income earned abroad by other Americans.

It is my understanding that Americans employed ahroad by
pPrivate enterprise are generally managerial or executive personnel,
and that local nationals normally fill clerical and middle management
positions. Federal agencies cannot follow this practice and assign
many employees overseas in the middle and lower grades. The
allowances paid these and other employees are important to assurce that
those who are dirccted (in the case of CIA) to serve abroad are not

forced to absorb a financial burden in countries with a higher cost-of-
living than that of the United States and to assure a standard of living
consistent with requirements imposed upon them as representatives of
the Federal Government abroad.
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